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The Deputy Ministers of the countries represented on 
the OEEC Council approved, on January 10, a new 
financing plan for European payments. This plan, which 
could replace the present Intra-European Payments 
Scheme, was prepared by a special working group of 
experts. A revised draft, which will have to be endorsed 
by the full OEEC Council, will be incorporated in the 
forthcoming interim report of the OEEC. Although few 
details have been published, it is known that the plan 
involves setting up a European Clearing House for the 
currencies of the ERP countries, thereby permitting the 
establishment of free transferability between these cur- 
rencies. In order to finance the deficits and surpluses 
incurred vis-a-vis each other, member countries would 
grant and receive credits through the common pool, in- 


Diamond Sales 


Diamond sales in 1949 were £28.4 million compared 
with the record level of £38.1 million in 1948. Sales in 
the second and third quarters of 1949 were £4.9 million 
and £4.8 million, respectively, and in the fourth quarter, 
£12 million. The fourth quarter figure shows the con- 
siderable effect of the higher sterling prices following 
devaluation of sterling. 


Source: The Financial Times, London, England, Janu- 


ary 17, 1950. 


Europe 
U.K.-European Payments 


The effect of the U.K. devaluation vis-a-vis the Swiss 
franc has been to restrict severely British tourist expendi- 
ture in Switzerland and to bring about a rising Swiss 
deficit on current account with the sterling area. It is 
therefore expected that Switzerland will seek a relaxa- 
tion of British import and payments restrictions when 
negotiations are opened to renew the present Anglo-Swiss 
fnancial agreement which expires on March 11. On 
the other hand, most European countries which are run- 
ning a surplus with the sterling area are believed to want 
greater freedom to use their sterling accumulations for 
purchases from countries outside the transferable account 
group—notably Germany, Argentina, and Brazil. 
Source: The Economist, London, England, January 21, 

1950. 
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stead of on a bilateral basis as under the existing pay- 
ments plan. Clearing accounts would be kept in terms 
of a new European unit of account, which would be given 
a defined gold or U.S. dollar equivalent. Part of the 
balances would be settled in gold or dollars. The pool 
itself would have at its disposal a reserve of new ECA 
dollars and perhaps of unutilized ECA help, by which 
resources in member currencies would be supplemented. 
The ECA Administration has expressed the hope that the 
system can be set up by April 1. 


Sources: New York Herald Tribune, January 12, 1950, 

and Agence Economique et Financiére, January 
13, 1950, Paris France; The Economist, Lon- 
don, England, January 21, 1950. 





U.K. Prices 


British wholesale prices rose in December by less than 
one half of one per cent, making a total rise of 5 per cent 
since August. However, the increased costs of imports 
caused a rise of 1.7 per cent (5 points) in the index of 
basic industrial materials, making a total rise since 
August of over 10 per cent (26 points). 

Source: The Economist, London, England, January 21, 
1950. 


Commonwealth Sugar 


Following consultations between the United Kingdom 
and Commonwealth sugar producers, the Ministry of 
Food has offered to buy 1,550,000 tons of Commonwealth 
sugar a year in the period 1953-57; prices are to be 
negotiated annually. Australia has been offered a guar- 
anteed market for 300,000 tons; South Africa for 150,000 
tons; and the Colonies for 1,100,000 tons. In addition, 
Britain has offered to find outlets for a further 800,000 
tons. Australia and South Africa have (subject to cer- 
tain reservations) accepted the offer. West Indian pro- 
ducers have asked for a postponement of their reply until 
March. Colonial producers had hoped that the current 
contract, under which the United Kingdom is committed 
to take the entire exportable surplus, would be extended 
beyond 1952. 

Sources: The Economist, January 21, 1950, and Records 
and Statistics, Supplement to The Economist, 


January 21, 1950, London, England. 
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French Modernization Plan 

The recently published Annual Report of the French 
Planning Commission states that three years after the 
start of the modernization program about one half of 
the objectives have been achieved. So far the invest- 
ment effort has been directed chiefly toward heavy in- 
dustry. More than one half of total investment outlays 
have been concentrated on the nationalized electricity, 
gas, and coal industries and on the railroads, followed 
by the merchant marine, oil and steel industries, and 
agriculture. By 1952, these basic sectors should be 
completely modernized. The emphasis will then shift to 
housebuilding. While productivity has increased it is 
still not much higher than before the war. The balance 
of payments improved in 1949 but the dollar gap is still 
important (about $0.9 million). Exports to the dollar 
area have not improved, but a gradual reduction of pur- 
chases from that area will be possible, while develop- 
ment of the merchant marine will also help reduce the 
dollar deficit. 


Source: Agence Economique et 
France, January 20, 1950. 


Financiere, Paris, 


Belgian Loan in Switzerland 


The Belgian “National Company of Credit to In- 
dustry,” a semi-official organization, has been authorized 
to float a Sw fr 50 million loan on the Swiss market 
between January 17 and 23, 1950. The loan will be 
issued at 100.5 per cent of face value, will bear 4 per cent 
interest per annum, payable every 6 months, and will be 
due for repayment at par on February 1, 1962. The 
corporation, however, reserves the right to retire part or 
all of the loan beginning February 1, 1958 either by re- 
purchase on the Stock Exchange or by repurchase of 
bonds determined by drawing. 

This is the fourth loan floated by Belgian corporations 
on the Swiss market since the end of the war. Belgian 
borrowing in Switzerland has now reached Sw fr 200 mil- 
lion (US$46 million). 

Source: Agence Economique et Financiére, Brussels, Bel- 
gium, January 16, 1950. 


Belgian Railway Loan 


The Belgian National Railways Company, a semi-official 
organization, is to float on the Belgian market a Bfr 1.5 
billion loan (US$30 million) on January 23, 1950. The 
loan will be issued at 98.5 per cent of face value, will 
bear 4 per cent interest, and subscribers will have the 
option of repayment after five years at par, or after 10 
years at 105 per cent of face value. 

This loan comes within the framework of a Bfr 5 bil- 
lion official authorization to borrow granted to the Bel- 
gian Railways by the Government. Together with a 
Bfr 500 million loan in dollars floated on the Swiss market 
in June 1949, it brings to Bfr 2 billion the total amount 
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borrowed by the Belgian Railways within the frame- 

work of the official authorization. 

Source: Agence Economique et Financiére, Brussels, Bel- 
gium, January 11, 1950. 


Economic Conditions in Norway 

The Norwegian Government’s Annual Report on the 
economic situation states that production in most indus- 
tries increased during 1949. The index of industrial 
production rose 6 per cent above 1948 and 32 per cent 
above 1938. The fishing catch was the second largest 
recorded, while the harvest was somewhat below normal. 

The value of exports did not increase, but imports rose 
14 per cent. Imports of ships increased about 20 per 
cent, and imports of textiles, ores, and metals also ex- 
panded. Both export and import prices declined. The 
volume of exports was slightly higher than in 1948; ex- 
ports of fat, oil, fertilizer, and wood pulp increased, 
while exports of canned goods, fish, and paper declined. 
A large percentage of imports was financed by ECA 
aid, but substantial amounts of foreign exchange hold- 
ings also had to be used. 

During 1949, there were tendencies toward a tighter 
money market. The main measure taken to check these 
tendencies was discontinuance of the renewal of Treasury 
bills. Note circulation rose and bank deposits and total 
loans increased, but if mortgages are excluded the in- 
crease in loans seems to have leveled off. 

The index of wholesale prices rose 1.4 per cent, and 
the consumer-price index 1.1 per cent. In order to main- 
tain relatively stable prices, subsidies had to be increased. 
For the fiscal year 1948-49, subsidies amounted to 
NKr 749 million, compared with NKr 702 million in the 
preceding year. For fiscal 1950-51, an appropriation of 
NKr 1,050 million for subsidies will be necessary in order 
to maintain the present price level. 

For the fiscal year 1948-49, the current account of 
the budget showed a surplus of NKr 68 million, which 
was allocated for capital expenditures; for this purpose 
also NKr 197 million had been borrowed previously. 


Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 2 and 18, 1950. 


Swedish Budget 

The current account of the estimated Swedish budget 
for the fiscal year 1950-51 shows a surplus of SKr 472 
million, compared with SKr 679 million for the current 
budget. The capital account calls for borrowings of 
SKr 211 million, against SKr 289 million for the current 
budget. The estimated amount of borrowings is 4.1 per 
cent of total receipts. According to the Minister of 
Finance, the inflationary pressure in Sweden will ease in 
1950. Plans for 1950 take into account an increase in 
both investments and imports. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, January 11, 1950. 
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rame- Swedish Dollar Imports 
Sweden’s imports from the dollar area in the first 
, Bel- half of 1950 are planned at SKr 360 million on a c.i.f. 
basis. If conditions do not change during the half-year, 
an equal amount will be imported in the second half. 
Thus for the entire year there would be a slight increase 
m the in dollar imports compared with 1949. 
indus- The chief import from the dollar area is petroleum 
ustrial products. Imports of industrial goods will be increased, 
r cent some cotton will be imported, and some purchases of 
largest consumption goods which can be obtained more cheaply 
ormal. in the United States than in any other market are also 
is rose planned. 
20 per Exports to the United States and other dollar markets 
sO ex- are expected to yield more dollars than in 1949. Last 
. The year’s dollar exports were greater than had been fore- 
18; ex- seen, and Sweden’s gold and dollar holdings therefore 
reased, increased from $110 million at the end of 1948 to $145 
clined. million at the end of 1949. 
y ECA Sources: Norges Handels og Sjgfartstidende, Oslo, Nor- 
e hold- way, January 17, 1950; The American Swedish 
News Exchange, Inc., Radiogram fran Sverige, 
tighter New York, N. Y., January 19, 1950. 
k these 
reasury — Spanish Budget 
ad total Spain’s budget for 1950 estimates total expenditures at 
the in- 17,941 million pesetas and total receipts at 17,847 million. 
Service of the public debt represents 15 per cent of total 
nt, and expenditures, current military expenditures 32 per cent, 
fo maim- § and general security expenditures 14 per cent. Public 
creased. § works account for only 10 per cent of total expenditures. 
nted to The Budget Law authorizes the Ministry of Finance 
oe the B to meet the deficit with new bond issues and, in addi- 
ation of B tion, to float up to 330 million pesetas of bonds for 
in order financing the electrification of national railroads and the 
building of new lines. Various government agencies, 
count of such as the National Institute of Industry, National In- 
n, which B stitute of Colonization, National Building Institute, and 
purpose @ the Credit Institute for National Reconstruction, have 
usly. also been authorized to issue up to 2,300 million pesetas 
slo, Nor- § of bonds to finance their programs. 

Direct taxes are expected to amount to 39 per cent of 
total receipts, indirect taxes 42 per cent, and state 
monopolies and services 14 per cent. 

h a Source: Espatia Econémica y Financiera, Madrid, Spain, 
SKr 47 December 3, 1949. 
e current 

i of 
anes ent [riff Increase in Spain 
is 4.1 pet The Spanish Government has enacted a general 20 per 
inister of § °ent surcharge on all imports as of January 1, 1950. 
‘ll ease in § This new tariff increase is in addition to the 20 per cent 
ncrease in § increase established in 1947 and the 5 per cent increase 

of January 1949. 

Oslo, Nor: Source: Jornal do Comercio, Lisbon, Portugal, January 








7, 1950. 








Portuguese Budget 

On December 31, 1949, the Council of Ministers ap- 
proved the Portuguese budget for 1950. Ordinary ex- 
penditures were estimated at 4,345 million escudos, 
against 4,308 million in the 1949 budget. Extraordi- 
nary expenditures of 923 million escudos are 32 per 
cent less than in last year’s budget. 

Ordinary receipts, at 4,479 million escudos, are 170 
million escudos above those of the 1949 budget. This 
increase, however, is not the result of greater income from 
taxes, but of a more exact appraisal of receipts. The 
Government’s policy in framing the 1950 budget was to 
refrain from increasing the tax burden. Export duties 
were even scaled down in order to make Portuguese 
goods more competitive on foreign markets. 

Extraordinary receipts are budgeted at 793 million 
escudos, against 1,358 million in 1949. These receipts 
merely represent surpluses from previous budgets and 
accumulated Treasury resources. No recourse to bor- 
rowing is envisaged for the 1950 fiscal year. 

Source: Jornal do Comercio, Lisbon, Portugal, December 


31, 1949. 


Bank Reserves in Italy 


Under a decree passed by the Interministerial Credit 
Committee of the Chamber of Deputies, the frozen re- 
serves of commercial banks in Italy have been reduced. 
According to a measure dated August 22, 1947, and 
issued within the framework of the so-called Einaudi 
credit restrictions, 40 per cent of all increments in the 
commercial banks’ deposits constituted a frozen reserve 
with the Bank of Italy or the Treasury. The over-all 
amount of this reserve, however, did not have to exceed 
25 per cent of all banks’ deposits. This percentage has 
now been reduced to 23. 

The new measure frees about 30 billion lire that com- 
mercial banks can now invest in credit operations over 
and above the funds already available. This step has been 
considered necessary to ease Italy’s present serious 
shortage of capital and to facilitate her investment 
program. 

Source: Economic News from Italy, New York, N.Y., 
January 13, 1950. 


German Coal Prices 


Export prices for German coal have recently been 
decreased approximately $0.52 (about DM 2.18) below 
the average of $12.80 per ton which was established 
last October, following the devaluation of the Deutsche 
mark (see this News Survey, Vol. II, p. 129). At the 
same time domestic coal prices have been increased by 
DM 0.30 (about $0.07) per ton. As of the beginning 
of 1950 domestic consumers will also have to absorb 
freight increases of 12-44 per cent, resulting in higher 
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costs of about DM 1 per ton, while foreign importers 

will not be affected by these higher freight charges. Thus 

the price differential between internal and external coal 

prices, which was previously about DM 8 ($1.90) per 

ton, has now been substantially reduced. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 7, 1950. 


East-West German Trade 

The effects of the postwar dislocation of interregional 
trade between Eastern and Western Germany have been 
summarized in a recent report of the Economic Com- 
mission for Europe. According to ECE, Western Ger- 
many in 1936 exported approximately 18 per cent of its 
total commodity production to other German regions, 
which in turn supplied about 18 per cent of the total 
commodities consumed in Western Germany. In Eastern 
Germany the corresponding percentages were about 
double those for Western Germany. Trade between the 
two regions represented in each instance some two thirds 
of total interregional trade. The reduction of trade be- 
tween Eastern and Western Germany to one fifteenth of 
its prewar volume, combined with the decline of trade 
with Berlin and the disruption of trade with the Sepa- 
rated Areas, has meant that the different Zones of Occu- 
pation have largely been cut off from markets and sources 
of supply on which they had previously relied for a large 
proportion of their day-to-day commerce. 

Adaptation to the disruption of interregional trade has 
taken three principal forms: the first, and possibly the 
most important in the short run, has been the reduction 
in the supplies of goods available on either side. This 
applies not only to consumption goods, but also to capital 
equipment which is made to last longer if replacement 
cannot be obtained. Second, great efforts have been made 
to expand the local production of goods previously ob- 
tained through interregional trade. Third, the lack of 
supplies formerly obtained from other regions has been 
compensated partly by imports from foreign countries. 

In foreign trade, conditions have been more favorable 
for Western Germany than for Eastern Germany in 
obtaining substitute supplies, not only of grain and other 
basic foodstuffs but also of industrial materials and manu- 
factured equipment. The trade, however, has been heavily 
one-sided, particularly with regard to imports from 
overseas countries which have been financed by extra- 
ordinary dollar aid. For the future the greater dependence 
of Western Germany on foreign supplies means that it 
will be competing increasingly with foreign countries of 
similar industrial structure. 

Eastern Germany, on the other hand, relied heavily on 
Western Germany before the war for supplies of coal, 
steel, and manufactured equipment, shortages of which 
now tend to restrict industrial production in general; 
but Eastern Germany will probably face less difficulty in 
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its foreign trade, since it is not so heavily dependent on 
imported foodstuffs, while its manufacturing industry 
(except steel) is to a large extent complementary to that 
of Eastern European countries with which it is now more 
closely linked in its trade relationships. 

The conclusion is suggested that this disruption of 
interregional trade has produced a strong trend toward 
local self-sufficiency, and that, if interregional trade con- 
tinues at its current restricted level, the economic effects 
will be similar to those produced by the erection of a new 
national boundary. The creation of new plant to pro- 
duce goods previously obtained from other regions not 
only involves a wastage of investment in fields where the 
total capacity of the country is adequate, and probably 
higher production costs, but also gives rise to the usual 
interests of producers in protecting themselves against 
the re-emergence of competition. In short, the recent 
course of events in Germany shows that it is easier to 
break up an economic union than to create one. 


Source: UN Economic Commission for Europe, Eco- 


nomic Bulletin for Europe, Third Quarter, 1949, 
Geneva, Switzerland, January 1950. 


Price Decline in Hungary 


A gradual decrease in prices in Hungary last year 
resulted in the wholesale price index at the end of Oc- 
tober being 4.1 per cent below the level of October 1948, 
and the retail price index of essential goods being 5.7 
per cent under that a year earlier. By the end of Decem- 
ber, the retail index was 7.2 per cent lower than in 
December 1948; this fall was caused by a 12.4 per 
cent decrease in prices of food and a 4.2 per cent decline 
in clothing prices. 


Sources: Hungarian Bulletin, Budapest, Hungary, De- 
cember 18, 1949 and January 15, 1950. 


Middle East 
Egypt-U.K. Financial Negotiations 


Negotiations for a new financial and commercial agree: 
ment between Britain and Egypt, to replace that which 
expired at the end of 1949, started officially on January 
11, 1950. The most important issues are the determina: 
tion of the amount of sterling to be released during the 
year, and the amount of released sterling to be made con- 
vertible into dollars. Egypt is also expected to put for- 
ward a claim for a share in the sterling area gold and 
dollar pool, and to insist on a gold guarantee of her 
blocked sterling balances. The volume of British exports 
to Egypt will also be examined, together with the ques 
tion of Egypt’s petroleum imports from the sterling 
area. 

Sources: Al Misri, January 4 and 11, 1950, and Al 
Ahram, January 16, 1950, Cairo, Egypt. 
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Turkey’s Foreign Trade and Prices 


During the first ten months of 1949, Turkey’s exports 
of LT 501 million (US$1 = LT 2.80) were 36 per cent 
more than in the corresponding period of 1948, while 
imports of LT 600 million were slightly below those of 
the earlier year. 

The official wholesale and regional food price indexes 
for October showed contraseasonal declines for the second 
consecutive month, as did the cost of living index for 
Istanbul. The trend of gold prices and foreign exchange 
on the black market was also downward. Domestic sales 
of local and imported goods continued to be very slow. 
The domestic trade turnover was affected not only by 
reduced purchasing power, attributed particularly to 
short crops of wheat, but also to overstocking in some 
lines, especially textiles, and to a severe credit shortage. 
The employment situation continued to deteriorate during 
November, with more dismissals, particularly in private 
textile and metalworking industries in the Istanbul area. 
Source: U.S. Department of Commerce, Foreign Com- 

merce Weekly, Washington, D. C., January 16, 
1950. 


Far East 


Rice Production in the Far East 


Total rice production in Asia in 1949-50 is forecast at 
6,850 million bushels, which is about 93 per cent of the 
world total. The estimate for Asia is 3 per cent below 
the 1948-49 output, and 2 per cent less than the prewar 
average. The total production of Asia’s surplus areas, 
Burma, Thailand, and French Indo-China, is estimated 
as 9 per cent less than last year and 18 per cent below 
the prewar average. 

Burma’s rice acreage in 1949-50 was 23 per cent below 
the 9.92 million acres harvested the year before. The 
yield therefore is expected to be only 204 million bushels, 
against 265 million bushels in 1948-49 and the prewar 
average of 350 million bushels. 

Although no official statistics for Pakistan’s rice pro- 
duction have been available since 1947-48, estimates based 
on acreage statistics and crop conditions indicate that 
the 1949-50 crop will approximate or exceed the unofficial 
estimate of 585 million bushels for 1948-49. 

For India, also, no official estimates are yet available, 
but acreage is reported to have increased and weather 
conditions generally have been favorable. With a new 
high record of 61.5 million acres and yields equal to the 
prewar average, the 1949-50 crop would amount to 
1,585 million bushels. 

China’s 1949-50 acreage approximated that of last 
year, but summer floods reduced the estimated harvest to 
2,180 million bushels, or 8 per cent below 1948-49. 
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Japan’s harvest of 599 million bushels was 2 per cent 
larger than last year’s crop, and the Philippines expect 
a record crop of 124 million bushels. In South Korea 
dry weather has caused a reduction in output to 140 
million bushels; and in Thailand output has been reduced 
to 270 million bushels (from 285 million last year). 


Source: U.S. Department of Commerce, Foreign Crops 
and Markets, Washington, D. C., January 2, 
1950. 


Pakistan’s Wheat Crop 


The final forecast for Pakistan’s 1949-50 wheat crop, 
made by the Ministry of Food and Agriculture, is 4.1 
million tons, or 22.8 per cent higher than last year’s 
bumper yield. The current season’s harvest is expected 
to break all previous records. 

Source: Embassy of Pakistan, Pakistan Affairs, Wash- 
ington, D. C., January 20, 1950. 


North China-U.S. Trade 


Incomplete figures for exports from Tientsin to the 
United States indicate that they were more than US$12.5 
million in the last nine months of 1949, an average of 
over US$1.4 million a month. In November they amount- 
ed to US$1.5 million, and in December to US$2 million. 
Figures for other parts of North China are not available, 
and official U.S. import statistics give no accurate indi- 
cation of that trade, since totals for earlier months include 
shipments from Nationalist areas. Similarly, figures for 
U.S. exports to North China are incomplete. They indi- 
cated US$300,000 in October 1949, compared with 
US$9.6 million in October a year earlier. 


Sources: The Journal of Commerce, New York, N. Y., 


January 19, 1950; Ta Kung Pao, Hong Kong, 
December 18, 1949, 


Rubber Research 


The Malayan rubber industry has embarked on a five- 
year plan of research and development which will cost 
£3 million. The scheme will be financed by the existing 
duty of 0.25 cent per pound levied on all rubber exported 
from the Federation. The Malayan Government will make 
good the deficit if the proceeds of the duty are insufficient 
to meet the planned expenditure. In addition, a special 
duty of 0.15 cent per pound will be paid this year in 
order to finance additional expenditure of £360,000 on 


a campaign to expand natural rubber consumption in 
the United States. 


Source: The Financial Times, London, England, Janu- 
ary 17, 1950. 
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Indonesian Currency 


The Indonesian Finance Minister is reported to have 
stated that roepiah currency notes circulating in the ter- 
ritory formerly under Republican control would be con- 
sidered legal tender at a rate of exchange to be fixed by 
the United States of Indonesia. The unofficial rate of 
exchange between the Indonesian guilder and the Repub- 
lican roepiah has varied between 30 and 70 roepiah to 
one guilder. Currency notes issued in Jakarta will hence- 
forth be legal tender throughout Indonesfa. 


Source: The Financial Times, London, England, January 
3, 1950. 


Philippine Exports of Coconut Products 


- On the basis of figures for January-November 1949, 
the volume of copra exports from the Philippines during 
the year was about 10 per cent below 1948. Coconut oil 
exports increased by about 50 per cent. Copra and coco- 
nut oil exports together were about 8 per cent below 
those of 1948. Compared with 1935-39, copra exports 
increased about 85 per cent, and coconut oil exports fell 
about 60 per cent. The volume of exports was as follows: 


1935-39 Average 1948 1949 (Est.) 
(thousands of long tons) 
Copra 299.8 625.6 554.3 
Coconut oil 161.7 42.0 63.2 


The United States continued to take the greater part 
of both products. Its share of copra exports was 66 per 
cent in 1949, compared with 58 per cent in 1948, the 
volume remaining about the same. Europe took 23 per 
cent of the 1949 exports, against 31 per cent in 1948; 
the volume dropped 35 per cent below the 1948 level. 
The U.S. share of coconut oil exports declined to 79 
per cent, from 98 per cent in 1948. This is accounted for 
chiefly by an increase in Europe’s imports, which amount- 
ed to about 11,000 long tons, or about 18 per cent of 
Philippine exports; in 1948, as well as before the war, 
Europe’s imports were negligible. 

Source: U.S. Department of Agriculture, Foreign Crops 
and Markets, Washington, D. C., December 26, 
1949. 


Philippine Import Restrictions on Food 


Effective December 1, 1949, import quota restrictions 
in the Philippines were lifted for milk and wheat flour. 
Quotas were increased for sardines, salmon, corn beef, 
ham, quaker oats, oranges and apples, cocoa, chocolate, 
and coffee. New items have been added to the quota 
list to offset the effect of these and other quota increases. 


Source: Far East Trader, San Francisco, California, 


January 5, 1950. 
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United States and Canada 
NAC Report 


The tenth report to the President and Congress by the 
National Advisory Council, covering the period April 1 
to September 30, 1949, reviews in detail the operation 
of various U.S. aid programs. From July 1945 through 
June 1949, U.S. foreign assistance utilized amounted to 
$23 billion, which was about one third of total U.S. 
exports during that period. Through September 30, 1949 
loan commitments by the International Bank totaled 
$726.6 million and currency sales by the Fund were 
$734.6 million, while net credits authorized by the Export- 
Import Bank from July 1, 1945 to September 30, 1949 
amounted to $2.6 billion. 

During the six-month period the Export-Import Bank 
authorized new credits totaling $49.8 million. Of the 
Bank’s total lending authority of $3,500 million, loans 
outstanding amounted to $2,160.7 million, undisbursed 
commitments to $383.2 million, and uncommitted lending 
authority to $956.1 million on September 30, 1949. 

In a section of the report dealing with the Point Four 
Program, the Council advocates that private capital 
should contribute a major part of the funds required. 
Since the end of the war, private foreign investments 
have increased rapidly, reaching an annual amount of 
about $800 million in 1948, though these new invest- 
ments have been concentrated in a limited number of 
fields and countries. In order to expand the amount and 
scope of private investment, the Council suggests the 
following: 


(1) Treaties of friendship, commerce, and economic 
development between the United States and foreign 
countries, in order that potential investors may be 
assured of security for their property abroad and of 
compensation for any expropriation of such property 


(2) The United States should provide guarantees against 
risks peculiar to foreign investment 


(3) Legislation to remove tax deterrents to private 
foreign investment, such as liberalization of present U.S. 
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tax legislation to accord U.S. businessmen increased tax 
relief on foreign operations. 
Source: National Advisory Council, Semiannual Report 
to the President and to the Congress for the 


Period April 1-September 30, 1949, Washington, 
D.C. 


U.S. Business Conditions 

The U.S. Department of Commerce reports continuing 
high levels of activity in December 1949. Retail sales 
showed about the usual seasonal advance. Residential 
construction starts in December, after allowance for 
the seasonal decline, increased 8 per cent. Industrial 
production also rose as a sharp increase in steel output 
more than offset a decline in automobile production 
which resulted from model changeovers. Production of 
steel ingots and castings, which had dropped to a daily 
average rate of 30,000 tons during the strike period 
(October through the first week of November), rose to 
approximately 250,000 tons daily in December. Further 
advances in steel output in early January brought the 
operating rate to the highest point since the spring of 
1949, 

Employment in December was a little below that a 
year earlier, and unemployment rose from 2 million to 
3.5 million, mainly as a result of the growth in the 
labor force. 

A progressively larger proportion of retail trade during 
1949 was financed by consumer credit. Following a dip 
early in the year, consumer credit outstanding was $17.8 
billion at the end of November, a rise of more than $2 
billion from the same month in 1948, but the ratio of 
consumer credit to disposable income was still below the 
peak of over 11 per cent in 1940. The increase resulted 
mostly from a rise in installment credit—primarily for 
the purchase of automobiles. 

A decline in farm prices and in farm income from 
the very high levels of early 1948 continued throughout 
1949. Reductions were cushioned by extensive govern- 
ment price support activity. Support expenditures on 
1948 crops totaled $2.7 billion, and those on the 1949 
crop are running at about the same rate. 


Source: U.S. Department of Commerce, Office of Business 


Economics, Press Release, Washington, D.C., 
January 25, 1950. 


Canada-U.K. Food Contracts 

On January 19, Canada’s Minister of Agriculture 
announced agreement on a $21 million contract covering 
the export of up to 85 million pounds of cheese to the 
United Kingdom at a price of 25 cents a pound. Although 
the total value of this contract is larger than that of the 
1949 contract, which was for $15 million, the price is 
well below the 31 cents in last year’s contract. To make 
the adjustment to the lower price easier, the Minister 
announced that the Canadian Government will support 
the price of cheese at 28 cents a pound. This compares 





with a support price of 30 cents which ruled in the last 
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four months of 1949 after the previous contract was 
filled. 

Other contract exports have been planned which involve 
deferring delivery of 12.5 million bushels of wheat ($25 
million) beyond the expiration of the four-year wheat 
agreement on July 31, 1950. This has been regarded as 
making possible a $17.5 million bacon contract, a $5 
million salmon contract, and a $2.5 million softwood 
lumber contract. Repetition of the 1949 contracts for 
eggs and apples is not expected, however. 

Of these other contracts, only that for bacon has been 
announced. Under its terms, made public on January 
3, Canada will ship about 60 million pounds at a price 
of 29 cents a pound. In 1949, Canada shipped about 
100 million pounds at a price of 36 cents. Part of the 
price reduction is to be borne by the Government which 
will suport the price of bacon at 32.5 cents until June 
30, 1950—by which time the contract is expected to 
be filled. 

On January 19 it was announced that, because of pork 
surpluses in the United States, ECA funds would not be 
available to the United Kingdom to buy Canadian bacon. 
Despite the previous intention to switch ECA funds from 
wheat to bacon, the Canadian Minster of Agriculture 
stated that the United Kingdom will be likely to continue 
buying Canadian bacon under the contract. 

Sources: The Globe and Mail, Toronto, Canada, De- 
cember 24 and 31, 1949, and January 4, 7, 
and 20, 1950. 


Latin America 


Coffee Prices in the Caribbean Area 

Many coffee producing countries in the Caribbean 
area will get only limited benefits, as far as the 1949-50 
crop is concerned, from the recent sharp rise in coffee 
prices. Contracts for the sale of part of their crops had 
already been made before the price rise, although pick- 
ing had not yet begun and is even now far from complete 
in most countries. It is common for some producers to 
sell all or part of their crops in advance to local merchants 
for cash, usually in the form of a loan repayable in 
terms of an agreed amount of coffee at the end of the 
season; exporters, moreover, have made firm contracts 
with foreign importers for future delivery. These advance 
sales by exporters will mean that exchange receipts and 
national incomes for the exporting countries will be 
lower than they otherwise would have been. 

Colombia, Costa Rica, the Dominican Republic, El 
Salvador, Guatemala, Haiti, and Nicaragua are known 
to be affected, and possibly some other countries, though 
there are no reliable data on the amount of coffee in- 
volved. Almost 50 per cent of Costa Rica’s and 60 per 
cent of Guatemala’s coffee exports are said to have been 
sold on futures contracts. The Coffee Federation of 
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Central America and Mexico has recommended the ne- 
gotiation of price adjustments with importers, but most 
countries have rejected this suggestion. 

Sources: El Imparcial, Guatemala, C.A., December 20, 
1949; U.S. Department of Commerce, Foreign 
Commerce Weekly, Washington, D.C., Decem- 
ber 12, 1949 and January 2, 9, 16, and 23, 1950. 


Costa Rica’s Budget 

Costa Rica’s budget for 1950, approved by the 
National Assembly on December 30, 1949, returns to the 
pattern of a single account for all income and expendi- 
tures, in contrast to the 1949 pattern of an “ordinary” 
and an “extraordinary” budget. The 1950 budget is 
balanced at 108.2 million colones (including 27.2 mil- 
lion colones for the service of the public debt); this is 
a reduction of about 12 per cent from the 1949 budget 
(“ordinary” budget, 113 million colones and “extra- 
ordinary” budget, 10 million). However, 8 million 
colones is to be appropriated for the Ministry of Edu- 
cation as soon as revenue to support this increase is 
available. On the revenue side, “taxes on profits,” to be 
paid by the local subsidiaries of the United Fruit Com- 
pany, are expected to yield an additional 8.4 million 
colones. 
Source: Hispano Americano, Mexico, D.F., December 


16, 1949. 


Ecuador's Budget 

Ecuador’s 1950 budget estimates revenue at 388 mil- 
lion sucres (48 million sucres less than in 1949) and 
expenditures also at 388 million sucres (about US$29 mil- 
lion). Major expenditure items are national defense 
(75.6 million sucres), education (76.7 million), and 
public works (42.1 million). The extraordinary budget, 
for capital expenditures, is estimated at 138 million 
sucres (about US$10 million) of which approximately 
one fifth is to be financed out of a Central Bank loan. 
Source: Registro Oficial, No. 385, Quito, Ecuador, De- 

cember 12, 1949. 


Stabilization Legislation in Chile 

The Senate Finance Committee has approved the 
Chilean draft law for the freezing of prices, wages, and 
rents. Despite some stiff opposition to the draft, Civil 
Service personnel and other employees have been willing 
to support the law, provided the whole of the stabiliza- 
tion program is put into operation. Draft laws dealing 
with subsidies to imports, export taxes, and other taxes 
are expected to be introduced shortly. 

By Government decree of January 11 the temporary 
importation of less essential goods was authorized, under 
Gold Law 9,270 of November 1948, for a period of up 
to six months, while new gold legislation is being drafted. 
The list covers plastic raw materials, some pharmaceu- 
ticals, spare parts for refrigerators, radios, automobiles, 
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photographic equipment, fountain pens, film¥arms and 

munitions, electric appliances, seeds, motor€ycles, and 

sports equipment. ; 

Sources: El Mercurio, Santiago, Chile, January 12—13, 
14, 15, 16, and 17, 1950. , 


Other Countries 
Aid for British Honduras 


In an endeavor to overcome the economic difficulties 
of British Honduras, the United Kingdom has released 
£250,000 from colonial development and welfare funds. 
This will enable work to begin on a key road linking the 
potential deepwater port of Stann Creek with the fertile 
western district and the Belize-Cayo road. In addition, 
£62,500 has been set aside as a gift from U.K. funds to 
help overcome the temporary dislocation resulting from 
devaluation. The Colonial Office considers that devalu- 
ation in British Honduras (see this News Survey, Vol. 
II, p. 205) was the only possible way to revive the 
economic plan for the Colony’s betterment which the 
devaluation of sterling had brought to a standstill. At 
the time when sterling was devalued, there was also a 
sharp falling off in the American demand for mahogany 
and a catastrophic drought. Now that the main obstacle 
to sterling investment has been removed, it is expected 
that there will be a fresh influx of funds seeking invest- 
ment in British Honduras. 


Source: The Times, London, England, January 19, 1950. 


Kenya’s Budget 

The Government of Kenya has estimated its 1950 
revenue at £10.7 million and expenditure at £10.6 mil- 
lion. Largest expenditures will be for education (£1.1 
million) and medicine (£0.8 million). Customs and 
excise duties are expected to produce £5.6 million. 


Source: East Africa and Rhodesia, London, England, 
November 24, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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